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An interest in a corporation as stockholder or officer will generally disqualify a judge from 
sitting in an action in which such corporation is interested, but the fact that the judge was at 
one time in the past a stockholder or officer of a particular corporation does not disqualify 
the judge from acting in a litigation affecting it. 


Generally, a judge who is a stockholder, officer, or director in a corporation cannot sit in an action 
in which such corporation is interested since such interest is sufficient to disqualify the judge. ! 
Such interest must, however, be a present interest,” real or certain,” and not merely possible or 


contingent,“ or insubstantial.” 
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Thus, there is no rule requiring recusal in every case in which a judge owns stock of a company in 
the same industry as one of the parties to the case. Where a judge owns a small portion of issued 


stocks, the judge will not be disqualified on the basis of interest.’ The fact that a corporation in 
which the judge holds stock is a simple contract creditor of one of the parties to the suit does not 


disqualify the judge.® Also, the fact that the judge owns stock in a corporation which in turn owns 
stock in a second corporation does not necessarily disqualify the judge from acting in a suit to 


which the second corporation is a party.” A judge is not disqualified by the fact that the judge and 


a party to the suit pending before the judge are stockholders in a corporation, the interests of which 
10 


are in no way involved in the litigation. 
A judge is not disqualified by reason of having once owned stock in the corporation which was 
disposed of before the commencement of the proceedings, |! or having been a subscriber for stock 


in the corporation, where the judge's subscription was canceled before delivery of the certificate. i 
However, it has been said that a judge who owned stock in the corporation, which was disposed of 
before the commencement of the proceeding, although not technically disqualified, should decline 


to act.!? A judge is not per se disqualified from sitting in an action against, or in some way relating 


to, a corporation of which the judge was at one time an officer and director. S 


Securities in common investment fund. 


Direct ownership of securities must be distinguished from ownership of securities in a common 


investment fund over which a judge exercises no management responsibilities. "° Ownership in a 
mutual or common investment fund that holds securities is not a financial interest in such securities 


unless the judge participates in the management of the fund. HS 


CUMULATIVE SUPPLEMENT 
Cases: 


Judge was disqualified for owning stock in parent corporation of subsidiary that was party to 
action concerning subsidiary's commercial lease, and thus, his summary adjudication ruling for 
subsidiary was void as a nullity, requiring that the summary adjudication ruling itself be vacated 
as a remedy. Cal. Civ. Proc. Code § 170.1. Chaganti v. Superior Court, 73 Cal. App. 5th 237, 288 
Cal. Rptr. 3d 238 (6th Dist. 2021). 
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[END OF SUPPLEMENT] 
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